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Abstract

By 2012, Madagascar’'s protected area system isceegbéo consist of over 100 parks
and reserves covering at least 6 million hectaaad, managed under a wide variety of
governance structures, including most commonly,testan or community co-
management arrangements. Central to the successfelopment and management of
this protected area system will be the establistiroémong-term finance mechanisms.
These mechanisms should reflect the needs of sillels from local to national levels,
ensuring benefits for those involved in protectedaa(PA) management and provide
sustainable prospects for PA funding. These mesine) at their core, must support the
creation of the new PA system in Madagascar andirena flow of funds for
management to the site level.

Introduction

For over two decades, with dedication and foresitjiitse concerned with Madagascar’'s
natural heritage, have been working on sustainfiidecing for conservation. The late
1980s and early 1990s saw the Government takirigréfisant and important step by
enacting the National Environmental Action Poli¢y&AP). A 15 year Environmental
Program that is set to conclude in 2009, the NEAé&ks to ensure the conservation and
rational use of the natural resources that undefmnMalagasy economy. Among the
various achievements of the program has been theafement of an effective protected
area network managed by the country’s national @autkority (Madagascar National
Parks, previously known as PNM-ANGAP). This netwoltkas been further
complemented since President Marc Ravalomananatige| at the 2003 World Parks
Congress, that Madagascar would triple the surfacsm under IUCN recognized
protection — largely through integrative communigsed conservation initiatives. As
currently planned, the complete System of Protegtehs of Madagascar (SAPM) will
comprise 50 parks and reserves managed by Madadéatanal Parks and a further 50
to 60 terrestrial protected areas managed undegiubgices of the Direction General de
'Environnement et Foréts (DGEF) through co-manag@marrangements integrating
civil society groups, the private sector and locaimmunities. Additional marine
protected areas will be included within SAPM buarpling for these is less well
advanced than for terrestrial sites.

With the commitment to create a fully representasystem of protected areas comes the
need to identify and secure necessary financiauregs, and this has set the bar for
development of an appropriate suite of sustainableservation financing mechanisms.
In this article we will examine the approximate tsosf the SAPM, review the progress
made to date to develop long term financing medmasiand suggest future priorities for
further developing these mechanisms.



1. Estimating costs of protected areas

To understand targets for sustainable financingyetliirst needs to be an assessment of
costs of existing and planned protected areasth@&grotected area system (SAPM) has
evolved, there have been several attempts madstiata¢ing the running costs. In
preparation for the third phase of the environmanoigram, Ramarolahgt al. (2001)
reviewed the operational costs of protected aremsaged by Madagascar National Parks
and estimated an average cost of $3 per hectarthdoentire network. Meyemt al.
(2004) used Madagascar National Parks’s annuas tostevelop a model that was used
to predict costs of new predicted areas. Theirehothde several important assumptions
and was used to provide costs under several sosndiie key assumptions were: a) that
many of the activities undertaken by MadagascaroNat Parks would not be included
in the new protected areas; b) that the cost petale of a site varied in relation to the
size of that site; and c) that the administratigsts of the new protected areas would be
lower because no coordination structures equivabéniMadagascar National Parks’s
headquarters or provincial offices would be creatétdis modeling approach is powerful
because it is based on real cost data for protemteals, it allows easy comparison of
different assumptions related to SAPM and it presidosts for individual sites as well as
the SAPM as a whole. In this paper we have useddnee approach as Meyatsal.
(2004) but we have updated the underlying assumptamd costing data based on the
latest status of SAPM.

To estimate SAPM costs we used the actual 2005 afd¥ladagascar National Parks’s
22 protected area management units (these unitbeagsponsible for several protected
areas) and developed a model that predicts costdlan the size of the area. We first
tested for a correlation between the size of MaskeayaNational Parks protected areas
and their operational costs per hectare. The iitgas of these variables were strongly
correlated (r= 0.72, p<0.005; see figurel) dematisty that size of protected area
accounted for 85% of the variability in per hectaranagement cost. The relationship
between size and per hectare cost was therefockasséhe model for predicting future
annual costs of Madagascar National Parks proteeteshs. To estimate future
Madagascar National Parks costs we included thewb protected areas currently being
created by Madagascar National Parks, the extemnsibaxisting parks and reserves that
are currently planned and we assumed that the Madag National Parks parks where
there is currently no management team would be geahen the future.



Figure 1.The relationship between cost per hectare and prot¢éed area size (in
hectares) for the Madagascar National Parks proteedd area network. Based on
2007 financial data
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To estimate the costs of the new SAPM protectedsatigat will be managed by entities
other than Madagascar National Parks, we assunadthbk costs of individual sites
would be identical to those of Madagascar Natidhatks. Although many different
protected area governance structures are propasethd new protected areas within
SAPM, we did not consider that they would be angagfer or more expensive than the
Madagascar National Parks model. More detailedysisaof the costs of different
governance structures is in progress but for thudyswe made the simple assumption
that Madagascar National Parks costs are a good jpwo the whole of SAPM. The final
sites that will be included within SAPM are sthiet subject of a priority setting exercise
(Razafimpahananet al, in preparation) and so we considered two pakatienarios: a)
that the new protected areas outside of the Madaga&¢ational Parks network include
only the sites that already have provisional pridecand the sites where promoting
organizations are currently actively engaged iaating the protected area, and b) that all
sites that have been identified as priorities tie dae included within SAPM. These two
scenarios provide a minimum and maximum estimabibthe size of the final SAPM.
We also included two scenarios related to the yileglganizational structure needed to
coordinate the SAPM: 1) we assumed that costsdordination would be equivalent to
those currently incurred by Madagascar Nationak®dor maintaining their 5 inter-



regional technical support offices (Directions miegional) and 2) we assumed that the
costs would be equivalent to Madagascar Nationeds%acosts of maintaining the inter-
regional offices and a headquarters based in thigata

Results

The System of Protected Areas in Madagascar clyrex@mprises approximately
2,119,181 hectares within the Madagascar NatioagtsPprotected area network (with
planned extensions to 2,271,181 hectares), 2,76 h@&@tares of new protected areas that
have provisional protected area status and 25422Wres where site promoters are in
the early stages of creating protected areas. Alitiadal 1,338,818 hectares have been
identified as priorities for protection by the Mstiy of Environment, Forests and
Tourism.

Table 1 provides the estimates for SAPM costs utiaedifferent scenarios based on the
regression model. The 2007 costs of MadagascaomdtParks were 9.4 billion Ariary
(approximately $5.9 million). The overall recurtesosts for the expanded and fully-
managed Madagascar National Parks network areastihat $7.5 million per year, and
the costs for the new protected areas outsideeoMadagascar National Parks network
range from $5,230,555 and $15,893,128 dependintherscenarios used. Hence the
annual recurrent costs of SAPM range from $12.7 miibn to $23.4 million depending
on the exact sites that are included and the dizny future centralized management
structure to coordinate the system.

Table 1. Estimations of costs for new protected asas.

Temporary protected areas All potential protected areas
and areas currently under
creation

Without headquarters costs $5,230,555 $11,268,718

Including headquarters $7,115,306 $15,893,128
costs

2. Mechanisms for Revenue Generation

The Government of Madagascar and its technicahpesthave identified and begun to
develop several mechanisms of revenue generatiompritected areas. Within this
spectrum of mechanisms there are some that areest@blished, and more traditional,
such as the use of park entrance fees, and theretlers that are experimental, and
currently being piloted, such as marketing of fozgbon. In this section we review the
principal mechanisms that have been consideredadagascar and describe the progress
towards developing them.

Malagasy Environmental Trust Funds

Environmental Trust Funds are an important elenoérthe long-term funding strategy
for the environment in Madagascar and there cugréwo operational: the Tany Meva
Foundation and the Foundation for Protected Area Biodiversity in Madagascar
(FAPBM).

Tany Meva, founded in 1996, was created throughelt delief deal with the US
government. It finances community level projectsd aactivities on sustainable



community development that are intertwined with sEmation and/or natural resource
management. These projects are often, but notyalwa areas surrounding protected
areas. The capital fund is estimated at approxinasl2 million plus $4 million
managed as sinking funds ($5 million in US dollansl the equivalent of $11 million in
local currency). Tany Meva distributes approxirhat00,000 in grants annually for
conservation and sustainable rural developmenept®j
The Madagascar Foundation for Protected Areas aondi@rsity, founded in 2005,
funds protected area management, and is curremtihe process of identifying the
priority sites for which it will provide funding.The foundation manages an endowment
fund, which is projected to attain its target ¢§50 million capital by the end of 2009, as
well as sinking funds. Contributions or firm comimeénts for the foundation’s capital
have been received from the Government of MadagasééD, Conservation
International, FFEM, KfW, WWF, and the World BarlkA). The goal is to obtain $2.5-
3 million in interest annually from the capital finhat can be used to fund protected
areas. In addition to the capital fund, sinkingds are currently used to finance parks
and activities according to specific donor objessiv

The two foundations provide secure, transparentling through the interest
raised from the capital of their respective trushds. However they also act as a
transparent mechanism through which internationabds can disburse funds that can be
managed as sinking funds. For example, some Kflidifg dedicated to the National
Parks is currently managed through a sinking funth@& Foundation of Protected Areas
and Biodiversity of Madagascar. The FAPBM, inrtgalar, is likely to play an
increasing role as a conduit for funding from inegronal donors as well as some of the
other sustainable financing mechanisms describEwbeAnother advantage of funding
passing through the FAPBM that cannot be undedstestdhe application of uniform
administrative procedures at the protected ared;léve use of different procedures for
each donor has been one of the biggest sourcesefficiency in protected areas
management during the NEAP.

Traditional Donors and Non Governmental Organizations (NGOSs)

Financial support from traditional donors has pded, and continues to provide, the core
resources for implementation of environmental pohad initiatives in Madagascar. In

the first five years of the NEAP, international flimg institutions committed over $160

million. Specifically with respect to financingqiected areas, the World Bank, KFW,

USAID and the conservation NGOs currently providestof the funding. We estimate

this combined support at over $10 million per y@dadagascar National Parks data,
2007a; Conservation International data, 2008; Stdland Brockington, 2008).

Protected Area Entrance and other user fees

The best known source of sustainable financingpfotected areas is entrance fees. In
Madagascar, entrance fees are currently paid litprgsresearchers and film crews at all
Madagascar National Parks-managed parks and resamnethis generates just over $1
million per year (Madagascar National Parks da@7®). Half of these revenues are
used to fund community projects at the sites witeeg are collected and the other 50%
contributes towards management costs of the Madagdsational Parks network in
general. Madagascar National Parks has also deelgome other visitor-related



revenues such as camping or accommodation feesoanel souvenir sales, but in general
this potential source of revenues has not beenlajga®. The 50% of entrance fees and
other visitor-related revenues is Madagascar NatiBarks’s only source of unrestricted,
flexible funding since donor-funding tends to bedpecific activities at specific sites.
Visitor numbers have been increasing since therdsdoegan in 1992, with the exception
of the dip in 2002 due to political instability Wwih the country, but the increase has
slowed in the last few years both for the wholemoek and for some individual sites,
probably due to saturation of existing hotel cafyaguring peak periods (see Figure 2),.
Madagascar National Parks reviews the entrancepiesdically and in December 2003
they were adjusted to the equivalent of approxitpa®?0/day based on a visitor
willingness to pay study. This change resultea@ isubstantial increase in the revenues
generated in 2004 (see Figure 2). Park entraees &re a common mechanism for
supporting protected areas around the world anddtes charged in Madagascar are
comparable to other countries (Reed, 2008).

Figure 2. Visitors and Entrance Fee Revenues from Nationddd@ 992-2007)Source:
(Madagascar National Parks, 2007b)
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Ecotourism Concessions

Since 2006 various partners (Madagascar NationddsPaNational Office of Tourism,
USAID, WCS, CI, IFC and PIC) have supported the istily of the Environment,
Forests and Tourism to develop an ecotourism ceimes policy and attract high quality
ecotourism investment within protected areas. l@nJanuary 18, 2008, the Government
Cabinet approved the implementation of ecotourigmcessions as a mechanism for
revenue-generation in protected areas. The go#hefconcession policy is to attract
high-quality national and international investoos luild and manage first-class eco-
friendly facilities in selected protected areasroae extended period. These operations
will contribute to park financing through concessiees as well as bringing additional
benefits such as promotion of Madagascar as astoudestination, job creation and
potentially the direct involvement of ecotourisrnyeanies in development projects in
communities adjacent to parks.

Three equally-important types of investors are ¢eitargeted in Madagascar:
international high-end, low-volume ecotourism opers; international high-end,



medium-volume hotel operators and local “best-ofgef small and medium hotel
operators. Detailed estimates of concession regewill be dependent on the specifics
of each concession location, but rough estimatesontession revenues from the first
type of operator could yield US $ 100,000 per anmen concession in the first four
years, to increase to US $ 200,000 in the fifthryeehen a break even point on
investment is reached.

The initial concessions are being promoted in tredd@jascar National Parks’ network
but the new protected areas also provide many typmtes for the future. To date the
legal and regulatory framework (model concessiontreat with environmental and
social specifications) has been completed. Althong contracts have been signed
investment as of November 2008, several interesteestors in the high end category
have made reconnaissance trips to the initial pyigorotected areas (Sahamalaza,
Ankarana/Montagne d’Ambre, Masoala/Nosy Mangabe, ndnara/Nosy Atafana,
Mantadia/Andasibe,) and the proposed concessioesaeithin them.

Debt Reduction

Debt reduction has been part of the overall finapcagenda in Madagascar for over
twenty years and has led to an injection of fumdis the conservation program. Over $11
million has been secured from “debt-for-nature” pwveor protected area financing
during the 1990s (Moye and Paddack, 2003). Macenty, at the Millennium Summit
in Gleneagles in 2005, all of Madagascar’s insonal debt (owed to the World Bank,
IMF and African Development Fund) was cancelled amnthe Highly Indebted Poor
Country. In 2005, the President of the Republicoamced at the United Nations that 8%
of this cancelled debt would be invested in pra&eécarea creation. In addition, some
debt for nature arrangements are negotiated kaliteFor example the governments of
France and Madagascar agreed to two separate aiggnti as part of FranceGontrat
Désendettment Développemeg(@2D) agreement, an HIPC initiative. The second
agreement, signed June 11, 2008 specified that 50 &pproximately 26 million Euros
will be dedicated to the environment, through cbuotions by the Malagasy government
to the capital fund of the Foundation for Protec#ecas and Biodiversity. Debt
reduction agreements clearly represent an impompaténtial source of funding for
environmental protection activities, and when lihkeith foundations they can provide
capital to ensure the availability of funding irrpetuity.

Green Charges/Fees

Here we refer to “green fees” as charges for sesvior which the revenues are used to
fund environmental protection activities. In Madagar, the park entrance fees are an
existing example of green fees. Several studie® lieeen carried out regarding the
feasibility of implementing other green charges.eQuption that has demonstrated
significant promise in the case of Madagascar, &ad been identified by the
Government of Madagascar as a priority for impletagon, is an air transportation
surcharge. Over 50% of tourists coming to Madagasite the country’s Nature as the
main attraction that brought them to the country(M/ Bank, 2003) and this surcharge
would capitalize on that strong link between towrignd the country’s natural resources.
Thwo studies have examined the feasibility of alsarge on air transportation and work



is currently being carried out in collaboration lwithe tourism sector to identify the
specifics of how such a fee could be implementeztfi 2006; 2008).

Biodiversity Offsets

Biodiversity offsets are conservation activitiesatthare implemented or funded by
developers of infrastructure projects that will banegative impacts on the environment.
The concept is that in addition to the standardrenmental impact mitigation measures
that an infrastructure project would undertake itmithl offsets are identified so that the
project can be considered to have a net positiyga@inon biodiversity conservation.
Two mining companies in Madagascar have indicated irgerest in supporting
biodiversity conservation through biodiversity @ffs. the QMM (a subsidiary of Rio
Tinto) illmenite mine near Tolagnaro and the Ambatmickel/cobalt mine project (a
Malagasy company of which Sherritt is the majosifyareholder) near Moramanga.

The Business Biodiversity Offsets Program (BBOPgvedloped by a consortia of
environemtnal NGOs and companies with support ftd8AID, is a methodology that
has been developed to identify appropriate offsmtsaa project based on the projected
impacts. Under the auspices of BBOP, projectsraemded to go above and beyond an
Environmental Impact Assessment (EIA). The projactsladagascar have the potential
to become global examples of good practice in imglating biodiversity offsets but as
of November 2008, neither has made significant ades in implementing offset
activities. In both cases the companies involvadehindicated that contributing to the
funding of protected areas in regional vicinity tbkir mining operations would be a
potential offset.

Payments for Ecosystem Services (PES)

Carbon sequestration is undoubtedly the currenttfnenner in terms of payments for
ecosystem services and in Madagascar several faaston projects have been
developed that tap into the emerging carbon markébhese projects are described in the
next section. Several studies have been carrig¢dand are ongoing regarding the
potential payment for ecosystem services other ttamhon sequestration, in particular
there is a focus on the potential for watershedteel payments. However, to date these
studies have been limited to valuation studies eratthan feasibility studies for
implementing payment schemes.

Through the MIARO project, USAID supported a vdioa study of the Makira-
Masoala Landscape. This study of one of the larfgesst landscapes of Madagascar,
identified watershed services as the service mghtyhvalued by local stakeholders, and
it estimated the total value of all the servicesvied in the landscape as $ 3 billion
annually (Masozera, 2008). However one of the fleasibility studies for implementing
a PES scheme also focused on this landscape anegdhibat the willingness to pay by
downstream water users was very low because ofceigon that communities living
upstream who would be the beneficiaries of suclelemme already had higher annual
revenues (IRG, 2002). Other regional valuation isgidf water services have been
undertaken in the region of Fianarantsoa and MoalAmbre (Carret, 2003).

In addition to regionally specific studies, therashbeen an effort to link
Madagascar into global initiatives through partatipn in regional conferences such as
the regional African Katoomba meetings.



The case for PES schemes seems to be high in Msckg The use of natural
resources directly benefits many users from rarairban areas, commercial enterprise to
household levels and in a very direct way. Thegoimg work in Madagascar should not
only seek to better understand the services tlapraovided and how they may be tied
into markets but to define a national vision of heaosystem services can tie into
development programs. Defining a national strategyth a permanent working
committee, will be crucial to valuing, and eventyalonserving, the natural resources
that are critical to sustained livelihoods.

Markets for Forest Carbon Projects

Sequestration of ‘forest’ carbon and sale of segued carbon from afforestation or
reforestation projects, or from avoided emsissiivam projects that Reduce Emissions
from Deforestation and Degradation (REDD) has bexanviable financing mechanism
for conservation activities. Madagascar is poigegarticipate in both the official Clean
Development Mechanism and the voluntary carbon setarkwith potential annual
revenues calculated in the tens of millions of aisll

The two most advanced of the REDD projects areMiag&ira Protected Area and the
Ankeniheny-Zahamena corridor (CAZ). In both cagbsse projects are estimated to
generate 9-10 million tons of Emission ReductidtiSK is equivalent to 1 ton of carbon
dioxide) over the next 30 years. The Makira projers already received funding from
voluntary markets for the equivalent of 40,000 toh&Rs valued at US$200,000.. The
Government of Madagascar has signed an agreem#énthei World Bank’s BioCarbon
Fund that will provide approximately $1.5 milliomwards the management of the
protected area. An additional new REDD project bagen initiated to protect the
Fandriana-Vondrozo forest corridor.

Two projects focus on developing methodologiesfiituire REDD implementation. The
GTZ/Intercooperation’s FORECA project (FORéts Ergagcomme reservoirs de
CArbone) aims to develop a methodology that coddibed for REDD projects if they
become eligible under the post-Kyoto UNFCCC framdwf{to come into force after
2012). A project financed by Air France througho@Blanet and implement by WWF is
also working on developing improved methodologies éstimating carbon stocks in
forest and will also contribute directly towardse tprotection of 500,000 hectares of
natural forest in a variety of sites throughout ¢cbantry.

Several afforestation and reforestation projects warderway in Madagascar. One of
these, the restoration of a forest corridor betwigamtadia and Maromihza (within the
greater Ankeniheny-Zahamena corridor) has beemuegito be eligible under the clean
Development Mechanism rules. The project, led b¥RW and supported by
Conservation International and the World Bank aimsestore 3,020 hectares of natural
forests and to improve agricultural practices i $skrrounding landscape. A contract has
been signed between MEFT and the BioCarbon fund whih provide US$800,000
towards the implementation of this restoration @ctj This is one of only a few
examples around the world of a project that isnggyto restore natural habitats using
funding from carbon markets.

Madagascar is one of the countries that is the mdganced at implementing carbon
projects and these experiences are important parfasming international policy on the
role of forest carbon projects in internationahw@ie change policy. The Madagascar



Government, MEFT, and partner organizations areefbee taking an active part in

participating in international climate change megsi such as the UN Framework on
Climate Change Convention (UNFCCC) conferencesaduiition MEFT and its partners

are developing a national strategy for REDD andeha&ceived funding from the Forest
Carbon Parternship Facility to help in its develepn

Results
Sustainable Conservation Financing Survey

In an effort to gain a better understanding of peeceptions and opportunities for
sustainable financing for Madagascar a survey wafiltlited to members of the
conservation and development community in Madaga3dese ask to respond work as
members of State entities, Donors, InternationaO¥dGNational NGOs and Associations
as well as from the private sector. The survey avsisibuted electronically to recipients,
identified by the authors as representative of vaA€ous organizations active with
Madagascar, by email with links to an electronic liren survey
(www.surveymonkey.com) for analysis. The surveysisted of a series of ten questions
aimed at assessing respondents’ opinions of theebigriorities for further development
of finance mechanisms for protected areas.

Questions included in the survey:

Which of the following Protected Area Networks arefunding priorities in Madagascar?

How familiar are you with the following revenue gemrating mechanisms in Madagascar?

In the context of Madagascar how much annual incomdo you think can be generated (USD $)?

In the context of Madagascar how politically accefble do you think each mechanism is?

In the context of Madagascar with how easily can reenue from each mechanism flow to the local

/ site level?

In the context of Madagascar to what extent couldaeh mechanism be scaled-up?

In the context of Madagascar how easy to implemeig each mechanism?

In the case of Madagascar what conditions allow fothe optimal implementation of mechanisms

to fund Protected Areas?

9. Inthe case of Madagascar what conditions allow fothe optimal flow of benefits to local /site
level?

10. Based on your answer above which mechanisms do yfmel are priorities in Madagascar?

agrwnE

o N

The following answers are based on the views aedbiack from approximately 40
respondents.

The majority of respondents were from InternatioN&0Os (43%, with national NGOs
and Associations comprising the second largestpgaduespondents with 28%). The
table below gives the results from the questiomnbased on the numerical value (1-5)
that was the most common response given. Thetsemd intended to give an indicative
idea of the different financing mechanisms in Maata@gr in relation to one another. The
total score at the end is again just to give arnicattve relation for the different
mechanisms.
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Table 2. Survey Results

Mechanism | Question Familiarity w/ Political Ease of Ease of Ease of Putting Total

Mechanism Acceptability | Distribution Scaling-Up in Place

to Sites

Trust Funds 5 5 3 3 3 19
Entry Fees 5 5 4 5 5 24
Ecotourism Concessions 4 4.5 3 3 2 16.5
Debt Reduction 5 5 3 2.5 3 18.5
Green Fees/Taxes 3 3 3.5 2 3 14.5
Bio-prospection 2 3 3 2 3 13
Biodiversity Offset/ 2 35 3 2 2 12.5
Polluter Pays
Private Secto 35 3 3 3 3 155
Contributions
Payments for Ecosystem 4 3 3 2 2 14
Services (PES)
Carbon Sequestration 4 5 3 4 4 20

Responses were given on a scale from 1 to 5 “Fanityfi and “Political Acceptability” were ranked aa basis of 1 being least
familiar or least politically acceptable and 5 lgemost familiar. For ease of “Distribution to sit&aling-up” and “Putting in Place”
1 represents most difficult and 5 easiest. ThedlTaicore is to give a comparative score. Theexare rather to relate the different
mechanisms to one another in the case of Madagascar

Financing Mechanism

Debt Reduction I —

Ranking Responses

Question 10A-Priorities

From these survey results, four mechanisms falbsuteing highest in overall rank: debt
reduction, trust funds, protected area entry feescarbon sequestration. These are also
the mechanisms that have thus far contributed th&t fands to Madagascar’s efforts to
ensure conservation and sustainable land use. eTheshanisms were also commonly
ranked by respondents as easy to put in place angl thhe mechanisms respondents were
reportedly most familiar with. All four of the memhisms also were ranked highest in
terms of political acceptability. These findingsesengly reflect the fact that those
mechanisms that have been put in place Madagaseah& ones that respondents felt
held most promise and importance in terms of regegeneration. When assessing the
ease of distribution to the local level only praéet area entry fees and carbon
sequestration, that currently have explicit posoié¢ distributing funds to the local level,
were ranked as being somewhat more easily distiibtd the local level than the other
mechanisms. Ecotourism concessions, also a meaohdhat has undergone significant
work is ranked among the most important mechanisitisn Madagascar.
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Ranking Responses

Question 10B- PrioritiesPrivate sector contributions, biodiversity offé¢etdluter pays, green surcharge/tax, payments
for ecosystem services and bio-prospection allivederankings of or lower than 5.

In considering potential revenue generation frdva various mechanisms, the
survey results indicate a range of total revenuw/den 13 and 28 Million per year: the
lowest and the highest ranges for each mechanidng lmonsidered. This can be
considered as cautiously optimistic in that if mkchanisms were implemented in some
form there would be a significant contribution thetcalculated financial gaps in
protected area establishment and maintenance. ¥déeats to stand out is that there is
potential for funding protected areas but it degend a wide range of mechanisms.
There has been some relative degree of succeagpiementing financing mechanisms
but it will take a broader platter of funding stremto ensure the long-term financial
sustainability of protected areas.

Table Potential Annual Revenue Flow from SelecteBinancing Mechanisms

Mechanism Estimated Annual Potential Revenue (2009-2012)
Debt Reductions 2-5 Million

Entry Fees 5+ Million

Carbon Markets / REDD 0-1 Million

Green surcharges / Fees 1-2 Million

Malagasy Environmental Trust Funds 2-5 Million

Tourism Concessions 0-1 Million
Biodiversity Offsets 2-5 Million

Payments for Ecosystem Services (PES) 0-1 Million
Bio-prospection 1-2 Million

Private Sector 0-1 Million

Total 13-28 Million per Year

Most respondents, however, were not able to estipattential revenue for Biodiversity offsets, teumiconcessions,
private sector contributions and bio-prospectiBor these mechanisms, the next most commonly peaésiponse
category was used.

Conclusions
The issue of funds management and equitable fuistisbdtion to the site level is central
to the process of identifying finance mechanisnat,tbnce in place, can significantly

contribute to — if not ensure — the Madagascari@renment and sustainable resource
initiatives. In this section we consider two syssethrough which generated revenue can
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flow to the site level: distribution of park entmnfees revenue, distribution of generated
revenue through foundation. These two systems begg either in place for some time —
park entrance fees, or are currently being pildsdnational strategy for sustainable
finance develops — foundation based managementregrdsent the mechanisms most
commonly recognized by survey respondents. Higoirtant to note that this section will
focus on the mechanisms through which these digioib systems can function, and less
on the evaluation of benefits from this distribatio This latter subject is covered in
another chapter within this monograph.

Entry fees for National Parks are an important sewf revenue for the network of
Protected Areas managed by Madagascar Nationas.PEne money collected from the
sale of Entrance Tickets is split equally in twatpaone for management of Madagascar
National Parks network and; two for the financiri@ctivities that reduce pressure on the
Park (ie activities in communities around park&jentification of appropriate activities
is left to a committee known as COSAP composed efmibers from communities
surrounding parks, civil society and local authesit Furthermore activities must be part
of a Communal Development PladAGD-Plan Communal de Développement).

The usage Entrance Fees takes several issuesctuant a general usage policy,
community projects and the policy of Madagascarioval Parks (National Parks of
Madagascar-National Association of Protected Areama@iement). The general policy
dictates the amount that is destined for commusitrethe case of Entry Fees 50 percent.
The financing of community projects was set fortih the Director General of
Madagascar National Parks and follows several ggigrinciples 5% goes directly to the
budget of communities, 5% goes directly to the ardior monitoring and evaluation of
the projects, funds allocated to communities aseme=d exclusively for communities
directly bordering a National Park, the projectssimengage the protection of the Park
while stimulating development of benefits of themeounity, funds are allocated based
on the judgment of COSAP and the proposal filedttycerned parties and the money is
deposited in a bank account in the name of the Ranpulation” and is managed by the
Inter-Regional Director of Madagascar National Bark

The principle of transparence is an essentialttehhe management of the funds
disbursed for community projects. An accountinghaf funds is available upon request,
and all projects that are financed are listed enRlark Offices with the conditions, as are
the projects that are not accepted by COSAP wéhr¢hsons clearly stated. Managers of
Madagascar National Parks and the community coedemnith protected areas in
Madagascar has recognized the vital importanceoofnounities in the management of
National Parks and PAs. Investing Entrance Feemass in the development of
communities surrounding Parks is an effort to de#@h the challenges that rural
communities face in terms of finding meeting alinay needs. Cooperation with
communities is viewed as an intrinsic element ofccessful sustainable park
management. The Policy for use of Madagascar NaltiBarks funds is also stringently
defined within Madagascar National Parks itself andolve investment as well as
operational costs.

With strong commitments to reduce deforestation emaserve key forest areas in the
country, Madagascar is well placed to generate €@sions reductions for sale in the
carbon markets. While we explore the possibiliGésnanaging revenue generated from
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such carbon sales through foundation(s), it is vadting that the structure could be the
same for revenue generated from PES, biodiverdigets, or other such mechanisms.

In considering the example of forest carbon, inempportunities will exist from
the sale of emission reductions that have alreaey lyenerated (ex post sales), and from
future sales (ex ante sales). Ex post sales adstom reductions would take place on an
annual basis (giving rise to the concept of yearhtages), after verification that these
reductions have in fact been generated as a rafstdduced rates of deforestation. The
sales will result in an annual cash flow that woudd targeted directly to meet
conservation and rural development funding neetlseasite level.

Future, or ex ante, sales could result in a laiggle, lump-sum payment that
creates an opportunity to manage those funds fg-term income potential. Under that
scenario, the lump-sum amount could be investedetterate a long term sustainable
funding stream to support sustainable livelihoodestments in communities and
effective forest management. If amount of the paymfeom ex-ante sales is large
enough, the income from investment could be sufficito meet identified needs.
Generating sufficient revenue to provide necespastection and management as well as
support community management and development efiod key element of project risk
management. Properly managed funds generated dsomost or ex ante sales will
assure provision of emission reductions sold omtheket.

The question is how best to manage funds thagemerated from the sale of CO2
emission reductions, and ensure that these furedasad for the stated purpose. The use
of a funding mechanism that is independent of Gawent but works closely with
Government to ensure the use of funds is consistightnational objectives provides the
ideal option. A Foundation, or similar funding chanism, offers the opportunity for
investing in international markets and allows geeabntrol over the allocation of funds
to a particular site. Allocation of funds back teetsites that generated those funds
represents a key concern for buyers, who want asses against the risk of
deforestation, and any loss of the carbon assebvidhg these assurances through
investment in management and the local economytesezpportunities to market and
complete forward sales.

Following this, several scenarios might be congdefor the management of
funds generated from the sale of CO2 emission temhg through foundation(s).
Madagascar has two operational foundations thabg@endowments and provide grants
for protected area management and community dewvednpbased on sustainable use of
natural resources. Channeling funds generated tihensale of CO2 emission reductions
through either or both of these foundations deseserious consideration. One option
would be, following an ex ante sale, a large simpglgment would be added to the capital
of the Foundation (if an endowment) and generatermge from the return on investment.
Where payments from annual sales are generatedpestxsales, the Foundation could
create a “sinking fund” — a special account to ngantne revenue generated. In either
case the funds would be managed and accountedefiarately through a specified
funding window to support the specific site from ighh the sale of CO2 emission
reductions occurs.

There are many benefits of working through eitleere or both existing
foundation. One benefit is the avoided cost ofl@istiaing a new institution. Creating a
new foundation, hiring staff and developing the amfy of the institution involves
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significant costs. Estimates place the cost at &200,000 for the entire process.
Another benefit to working through existing foundas is the lower administrative cost.
A new foundation will need a staff and will haveegter overhead per revenue then if
funds were channeled into an existing institutiohhe result is more money going to
investments in the protected area and the comresnitiA third benefit is the existing
foundation’s experience in managing funds and nwalgrants, and the flexibility of
using an existing investment account located owasr$e receive deposits from the CO2
emission reductions sales.

The existing foundations also have required fléixybin managing funds. Each
of the existing Malagasy foundations has the cdipaloif creating funding windows. In
the foundation, a funding window would be createdd specific site/protected area, and
all funds generated from the sale of carbon wowddntanaged through that window.
This does not mean that the funds would be investpdrately, only that the funds that
pertain to the site would be managed and accouoteskparately to ensure the required
allocations to the project.

The use of funding windows would involve the creatof a special committee
that would guide the management of funds for saitdew. The special committee
would be structured to include involvement of Gowveent, NGOs, the Foundation, etc.
The committee, not the Foundation alone, would malezisions regarding the
management of finances of the specific window, #r@dFoundation would then execute
those decisions.

Significant investment of money and human resauhzes gone into the creation
of the two existing foundations in Madagascar, baftlwhich have strong management
and investment experience. Using the existing dations and creating funding
windows within either or both of them would allowstablishment of viable financing
mechanism immediately and allow the revenue fronbéochanneled for conservation
and development as quickly as possible.

The extraordinary biodiversity of Madagascar isaaset to the world and equally to the
population of Madagascar. The tremendous challsegdorth by the President of the
Republic of Madagascar to triple the size of am@eered by protected areas represents a
tremendous commitment to conservation and at theedame represents an enormous
task for creation, management and funding. Sudibin@nancing protected areas has
been considered in the planning process in Madagast must be considered a critical
part of ensuring the success of protected areas.

The need to meet the gaps in funding for proteareds in Madagascar is well
understood, costing efforts have given some inidicat of the gap and an on-going
process to refine the costs continues to give e&maecise idea of what is needed. The
financing challenge is being taken on through aewarof creative strategies and there
has already been demonstrated success in sevees, @nd there seems to be potential
for scaling up and implementation of a wide varietyinancing mechanisms. In the face
of the different financing opportunities it remags imperative that financing transfers to
the site level. Funding for protected areas mesth the protected area.
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